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The Honorable Janes T. Lynas, Director 
Office of Hanagement and Budget 
Washington, B. C. 22503 


Dear Mr. Lyna: 


This is in response to the request in Mr. Ash's budget 
allowance letter of $9 Janvary 1975 for a report on initial 
efforts taken to slow the upward trend in personnel costs. 


In Fiscal Year 1973, ag adjuncts to our Hanagezent by 
Objectives approach to resource manggosent, we instituted 
two pilot personnel mansgement and accountability systeas 
(the Annual FPersennsl Plan and the Personnel Developrent 
Program) which ere designed and foraatted to ginultanesusly 
provide: 


a. Advance Fiscal ysor planaing justification 
and goal setting by each Deputy Dirccter on his 
nanpowor Tequiresents, manpower utilization, planned 
promotions, exployswe development and treining, and 
gevereal other ereas of perscnnel]l management corcern; 


b. A mechanisa for initial review, discussion 
and ny approvel of Directorate manpower managerent 
planning and goals; 


e. A mechanism fer Directorete and uy poriedic 
review of progress toward goals established; and 


ad. Fiscal year-ead audit and evaluaticen of 
each Directorate’s accoaplishments. 


cuissitigs ry I/F OS 
ee a sae Cou Myoe | 


eas ONES OE Se PCE a aN. 


esceated Sin. Saw (oan i sig bein ware ok Dae i 

peoee: gan? Slee Wee 
bry tials (aC inex | 
(Waless irtsescibl:, incirt cute er event) | 
pis SS SESE diene ee 


Approved For Release 2002/01/08 3,GIA-RDP83-01004R0001001 10019-2 
poo Agate eo a 


spt ei ‘ 
ee a ia pa. 


Approved For Rele®Se 20/a/0iNg8! CARD A P01 004RO0CNeD1 40019-2 


Our experience with these two pilot systess has proven 


to be west useful in evaluating our personnel requirements 


and faproving Agency aanpuwer resourtg managenéent. Based 
upon resulta te date, modifications are currently being 
devsioped te further improve insights te our requiresents 
and to assist allocation of our linited resources in 
snbsequent years, 


To improve our swareness of and managesent ef ali 
personnel costs, we have developed a slagle accounting 
and roporting system for ail full-tine permanent exployees 
staff end contract) to guide all coxponents. Primary nodi- 
icatioas in our data processing systens heye been nade and. 
tbs Teneinane changes necessary wil] be coapleted by 1 July 


In addition te the innovations cited above, to insure 
naxioun efficiency and econosy in the uss of personnel within 
our authorized cailings, the Office of Parsonnel conducts 
scheduled organizational end position sanagexent surveys of 
all Agency components ov a three-year cycle. Special surveys 
are conducted where priorities change, whon aew directions in 
presram exphasis are {nstituted, or where inproved effective- 
ness through reerganization is indicated. ese surveys are 
directed at validation, realignzent or elisination of organi- 
zational structures; rejustification, reclassification or 
eliaination of positions; and the Ldentificatien of aay nan- 
power area whera economies or efficiencios can be realized. 


Internal controls have been imposod to nalntain asd, 
where possible, te reduce the average grade of cur position 
structure and the nuaber of authorized positicns at grade 
€S<14 and abeve. Any upward edjustnents ia these ereas 
which cannet be compensated for by decreases elsevhere must 
be cozpletely Justified and cen be approved only by the 
Biractor of Persceanel with the concurrence of the Conptrotler. 


Although much of the hiring of new professicnal enployves 
for the Agency 1s at the mssters and doctorate degree level, 
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wa do hire a nusber of bachelor degree level graduates at the 
GS-05 and 68-06 levol. Wo will continue ta make overy effort 
to hold down entrance zalaries to the maxinun degrees possible 
while saintaining a coapetitive position vis-a-vis private 
iadustry and other Government agencies. — 


_ Over a poried of the pest year er a9, our interasi 
supervisory and managerial training courses hava iacluded 
' gegmonts covering Managenent by Objectives and praductivity 
improvesent techniques, A new three-day course for nid-Level 
maaagers on Management by Objectives wes iastituted in March 
3973 and wild be integrated ints our “core courses" for 
mansgers. Through these and esther techniques, we will contiave 
to stress the need for ieproviag productivity and the quality‘ 
of our output. 


The Lueployee Suggestion Prograam is ea active and 

fleurishing activity throughout the Agency. Eariy in FY 

1975 ve placed renewed expiasis on the Progren through the 
een and broad distributics of a new Agenacy-developed 
eoklet. Fiscal Year 1975 shows significast increases over 
FY 1874 ia both nupbers of suggestions and resultaat savings. 
In FY 1974, 27 suggestions provided for a savings of $149,948, 
. waile in the first eight months of FY 1975 there nave teen 43 
suggestions accounting for a gavings of $187,161. 


As we prepare te meet Agency operatisag requiresents in 
FY 1976 with # reduced celilfag, I believe it worth asting 
that frou FY 1368 through FY 1975 the Agency has elininated 
approximately 4,600 positions which represents aa annual saving 
of sore then $60,005,000. 


In closing, I wish to reaffivre our support for the 
Presideat's efforts to reduce personnel costs fa governsent. 
We will continue to exercise every effort te achieve maxiruz 
cost effectiveness in our perscanel nanagexent. 


Sincerely, 
/s/ Bill 


®. E. Colby 
. birecter 
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18 FEB 1978 


MEMORANDUM FOR: Director of Personnel 


SUBJECT : Reports to the Director of OMB 


1. This Agency has received the budget allowance letter from 
the Director of OMB. In this letter, dated 50 January 1975, he has 
levied requirements upon this Agency for certain reporting. In two 
instances, these reporting requirements impact directly upon the 
Office of Personnel and I ask that you take the lead in these matters. 

“In a discussion of personnel costs, the Director of OMB notes: 


"The President has asked your help in slowing the 
upward trend of personnel costs. You should give special 
attention to use every reasonable opportunity for eliminating 
or downgrading vacant positions, particularly those at the 
GS-16, GS-17, and GS-18 levels; insuring that promotions 
are fully justified; hiring college graduates wherever 
feasible at the GS-5 entry level; eliminating unnecessary 
organizational layering; training employees to do work 
more economically and better; and encouraging employee 
suggestions which lead to cost reductions. The creative 
efforts of your managers should be enlisted to find ways 
to meet the President's objective of reducing personnel 
costs. The results of your initial efforts should be 
reported to this office by May 15, 1975." 


2. In preparing your response, you should fully utilize those 
actions which have been initiated or completed which would fit into 
the scope of the OMB request. For example, PMCD has completed recently 
a review of supergrade positions. The results of this review should be 
noted in your report, and you should remain alert to any additional 
savings that can be made at these levels. You may also wish to comment 
son the recent action taken with regard to the supergrade contract 
2. positions. We have had recent reorganizations which can also be cited 
in response to the OMB request. 


3. Please have your report on this subject to me by 1 May 1975. 
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4. I know that you have already received a memorandum from the 
Chairman of the Civil Service Commission on the same subject with the 
same due date. You may wish to respond to that request by noting that 
you are responding directly to OMB. 


John F. Blake 
Deputy Director 
for 
Administration 


i 
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Attached for your information is a copy of 
the budget allowance letter from the Director, 
OMB, to the DCI. The DDA and the General 
Counsel heve been asked to produce the required 
reports. You may want to furnish some input . 
ito the DDA for his preparation of the personnel - 
cost revort. hove 
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year's budget process as required to make account of certain 
developments now unforeseen; for example, the outcome of this 
year's legislative action, later and more accurate statistics, 
more informed appraisals of workload, and other changes in 
the external environment. -The budgetary guidance for CIA for 
these out- years is as follows (in millions): | 

The President expects you to develop plans for the operation 


of CIA in such a way that your budgets for these years will 
be held within these totals. 


25X9 


1 


The 1976 end-of-year and transition period ceiling on staff 
and_ contract employment ney 3s President for the .- 


Central Ingelligence Agency is The progress you hav@5X9 
achieved in making your employ rting system more 

closely parallel that of other Federal government a ec is 

to be commended. Through the use of this standard, I believe 

we can better evaluate the requirements for agency persunnel. 

I trust that you will continue to move in the direction of ~| 
“conformity with the employment reporting practices of ot er" 

~ Federal govérnmént agénciés. IF additional positions are to " 
“be required in CIA because of unexpected growth in the volume 

of your reimbursable activities or a transfer of function, 

you will arrange with those other agencies to reduce their - 
employment ceilings by a number at least equal to the increase 
needed in your ceiling. Requests for adjustments from both 
agencies must be submitted concurrently to the Office of Man- 
agement and Budget for approval. 
The President has asked your help in slowing the upward trend 
of personnel costs. You should give special attention to use. 
every reasonable opportunity for eliminating or downgrac * n 
vacant positions, particularly those at the GS-1 ¢ and 
GS-18 levels; insuring that promotions are fu ully yustificd; 
“hiring college graduates wherever feasible at the GS-5 entry 
“level; eliminating t SE eee teitee anne 


ing: “emp loyées to do wor “more economically and better; and_ 
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encouraging employee suggestions which lead to cost reduc- 
tions. The creative efforts of your managers s ou be en- 
listed to find ways to meet the President's objective of re- 
ducing personnel costs. The results of your initial efforts 
shout be reported to this office PY May 15, pee 


-your proposed legislative program rneinaes amendments to the 
National Security Act of 1947 to protect sources and methods. | 
As you are aware, clearance on your proposed amendments to 

the National Security Act has been in abeyance pending resolu— 
tion of differences between the views of the CIA and those of! 
the Department of Justice. We understand that your staff and 
- the staff of the Department of Justice have been discussing 
these differences since April of last year. You should provide 
this office by April 1, 1975, with a written report on the sta- 
tus of these discussions and any outstanding issues. 

In addition, your legislative pregram preposes amendments to 
the CIN Retirement Act. We believe that ae full review should 
be given at this time to the desirability of merging the CIA | 
Retirement and "Disability System with that of the Civil Service! 
Retirement and Disability System. The diificulties inherent 

in providing for the unfunded liability in this essentially 
"offi budget" alg sane: ang the continuing weguixement to update 
the authorizing:.12 egislation =O ‘parallel changes in the Civil 
Service Retirement and Disability System argue for a merger. 

By April 1, 1975, you should also provide this office with a 
report as to your recommendations for solutions to these prob- 
lems. The report should indicate the difficulties that mignt 
arise from a merger and possible legislative or administrative 
solutions. 


For your reference, enclosed are copies of the letters which 
~ have transmitted to Chairmen McClellan and Mahon of the 
Senate and House Appropriations Committees informing them of 
the amounts for the Central Intelligence Agency included in 
the President's budget estimates. ‘ 
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The President expects each agency official to support actively 
the budget amounts set forth in this letter and its enclosures. 
This support should be given in testimony before congressional 
committees and in informal contacts with members of Congress 
and their staffs. 


a. 
. 


Sincerely, 


; Roy/ L. Ash 
Enclosures ; . Director 
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The Honorable James T. Lynn, Director 
Office of Management and Budget 
Washington, D.C. 20503 


Dear Mr. Lynn: 


This is in response to the request fe Rents budget 
allowance letter of 30 January 1975 for a report by 15 May 
1975 on initial efforts taken to slow the upward trend in 
personnel costs. 

As regards adjustments in our employment reporting system, 
policy definitions and procedural arrangements for the transition 
to a single accounting and reporting system for all employees 
(staff and contract) have been accomplished and officially pub- 
licized to guide all components. Primary modifications in our 
data processing systems have been made to accommodate requirements 
of our fiscal activities and security considerations, and the 
remaining changes necessary to support personnel management 
activities will be completed by 1 July 1975. 

In Fiscal Year 1973, as adjuncts to our Management by 
Objectives approach to resource management, we instituted two 
pilot personnel management and accountability systems (the 
Annual Personnel Plan and the Personnel Development Program) 
which are designed and formatted to simultaneously provide: 

a. Advance fiscal year planning justification and 
goal setting by each Deputy Director on his manpower require- 


ments, manpower utilization, planned promotions, employee 
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development and training and several other areas of personnel 
management concern; 

b. A mechanism for initial review, discussion and my 
approval of Directorate manpower management planning and goals; 

c. A mechanism for Directorate and my periodic review 
of progress toward goals established, and 

d. Fiscal yearend audit and evaluation of each 
Directorate's accomplishments. 

Our experience with these two pilot systems have proven to 
be most useful in evaluating our personnel requirements and 
improving Agency manpower resource management. Based upon 
results to date, modifications are currently being developed to 
further improve insights to our requirements and to assist allo- 
cation of our limited resources in subsequent years. 
In addition to the initiations cited above as related to 

the Agency's continuing manpower resource management program to 
insure maximum efficiency and economy in the use of our personnel 
within our authorized ceilings, the Office of Personnel conducts 
scheduled organizational and position management surveys of all 
Agency components on a three-year cycle. Special surveys are 
conducted where priorities change, when new directions in program 
emphasis are instituted or where improved effectiveness through 
reorganization is indicated. These surveys are directed at vali- 
dation, realignment or elimination of organizational structures; 


rejustification, reclassification or elimination of positions, 
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and the identification of any manpower area where economies or 
efficiencies can be realized. Major reorganizations were insti- 
tuted in early FY 1974 whereby the essentially technical services 
of the National Photographic Interpretation Center and the Office 
of Technical Support were transferred from the DDI and DDO 
(ned -F 419 

respectively to the Science and Technology Directorate. In Febru: 
ary=-i975-action was taken to transfer R and D elements of the 
Office of Communications (DDA) to the Office of Development and 
Engineering (DDS&T). In March 1975, the separate Mail and bourier 
ervices elements of the DD®and NPIC were,placed under the juris- 
diction of the Central Mail and Courier init of the DDA. 

Internal controls have been imposed to maintain and, where 
possible, to reduce the average grade of our position structure 
and the number of authorized positions at grade GS-14 and above. 
Any upward adjustments in these cea which cannot be compensated 
for by decreases elsewhere must be completely justified and can 
be approved only by the Director of Personnel with the concurrence 
of the Comptroller. 

X Although much of the hiring of new professional employees 

for the Agency is at the masters and doctorate degree level, we. 
do hire a number of bachelor degree level graduates at the GS-05 
and GS-06 level. We will continue to make every effort to hold 
down entrance salaries to the maximum degree possible while main- 
taining a competitive position vis-a-vis private industry and 
other Government agencies. 


Over a period of the past year or so our internal supervisory 


and managerial training courses have included segments covering 
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Management by Objectives and productively improvement techniques. 
A new three-day course for mid-core managers on Management by 
Objectives was instituted in March 1975 and will be integrated 
into our "core courses" for managers. Through these and other 
techniques, we will continue to stress the need for improving 
productivity and the quality of our output. 

The Employee Suggestion Program is an active and flourishing 
activity throughout the Agency. Early in FY 1975 we placed 
renewed emphasis on the Program through the publication and broad 
distribution of a new Agency-developed booklet. Fiscal Year 1975 
shows significant increases over FY 1974 in both numbers of 
suggestions and resultant savings. In FY 1974 twenty-seven sug- 
gestions provided for a savings of $149,948; while in the first 
eight months of FY 1975 there have been 43 suggestions accounting 
for a savings of $187,161. | 

As we prepare to meet Agency operating requirements in FY 1976 
with a reduced ceiling, I believe it worth noting that from FY 1968 
through FY 1975 the Agency has eliminated some 4,000 positions which 
represents an annual saving of more than $60,000,000. 

In closing I wish to reaffirm our support for the President's 
efforts to reduce personnel costs in government. We will continue 
to exercise every effort to achieve maximum cost effectiveness in 
our personnel management. 


Sincerely yours, 


ILLEGIB 


W. E. Colby 
_ Director 
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Attached for your information is a copy of 
the budget allowance letter from the Director, 
OMB, tothe DCI. The DPA and the General 
Counsel have been agcked to produce the required 
reports. You may want to furnish some input |: . : ; 

»to the DDA for his preparation of the personnel - ; 
cost report. ‘ ; _ on 
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year's budget process as required to make account of certain 
developments now unforeseen; for example, the outcome of this 
year's legislative action, later and more accurate statistics, 
more informed appraisals of workload, and other changes in 

the external environment. ‘The budgetary guidance for CIA for 
these out-years is as follows (in millions): — J 25X1A 


The President expects you to develop plans for the operation 
of CIA in such a way that your budgets for these years will 
be held within these totals. “e 


The 1976 end-of-year and transition period ceiling on steftf 
ana contract emolovment established b the President for the 
Central Intelligence Agency ‘ The progress you hdSKg 
achieved in making your emsoloyment™: rting svstem more a 
eferal sovermaerni agencies is 
to be commended, Through the use of this standara, I believe 
we can better evaluate the requirements for agency personnel. 
z trust that you will continse to move in the Girection of 
confeortitv with “he employment veotS tire mvactices of ob tsr 
Fecerul caovernment agencies. £2: SOCLESUAAL DOsteLoas: ay: 
me viyuired in CIA becaucs cf unenrece]” Soc 2 see: < 
of your seimpursabie activities cr jp transier of functior., 
you will arrange with those other zsencies to reduce tneir 
employment ceilings by a number at least equal to the increase 
needed in your ceiling. Requests for adjustments from both 
agencies must be submitted concurrently to the Office of Man- 


agement and Budget for approval. 


The President has asked your help in slowing the upward trend 
of personnel costs. You should give special attention to use 
every reasonable opportunity for eliminating or downgracing 

vacant positions, particularly those at the GS-16, GS-17, and i 
GS-18 levels; insuring that promotions are fully justified; , 
hiring college graduates wherever feasible at the GS-5 entry | 
level; eliminating unnecessary organizational layering; train-., 
ing employees to do work more economically and better; and : 
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encouraging employee suggestions which lead to cost reduc- 
tions. The creative efforts of your managers should be en- 
listed to find ways to meet the President's objective of re- 
ducing personnel costs. “The results of your initial efforts 
should be reported to this office by May 15, 1975. 
; P a he 
‘Your proposed legislative program includes amendments to th 
National Security Act of 1947 to protect sources and methods. | 
As you are aware, clearance on your proposed amendments to 
the National Security Act has been in abeyance pending resolu~ 
tion of differences between the views of the CIA and those of 
the Department of Justice. We understand that your staff and 
_the staff of the Department of Justice have been discussing 
these differences since April of last year. You should provide 
this office by April l, 1975, with a written report on the sta-~ 
tus of these discussions and any outstanding issues. 


- In adaition, your legislative pregram prevoses amen@ments to 
.the Cin Retirement Act. We believe that @ zull review should 
be given at this time to the desirability of merging the ciz 
Retirement and Disability System with that of the Civil Service 
- Retirement and Disability System. The diztiiculties inherent 

in providing for the unfundea liability in this essentially 
“off budget" system and the continuing sesuirement to update 
the authorizing legislation = parallel changes in the Civil 
Service Retirement and Disability System argue for a merger. 

By April 1, 1975, you should also provide this office with a 
report as to your recommendations for solutions to these prob— 
lems. The report should indicate the difficulties that might 
arise from a merger and possible legislative or administrative 


solutions, 


t 


For your reference, enclosed are copies of the letters which 
I have transmitted to Chairmen McClellan and Mahon of the 
Senate and House Appropriations Committees informing them of 
the amounts for the Central Intelligence Agency included in 
the President's budget estimates. : : 
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fhe President expects each agency official to support actively 
the budget amounts set forth in this letter and its enclosures. 
This support should be given in testimony before congressional 
committees and in informal contacts with members of Congress 
and their staffs. ‘ 


Sincerely, 


Roy/ L. Ash ; 
Director , , 


’ Enclosures 
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